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f^mrm 

(3iif5ra;gn4f^wnT) 

Tf 7 37^, 2000 

K 1/2/94-3^# 

chMPlill ^ ^ f^cbRid #r ^ SlIoHTfIcl ^ 3tk ^ ^ - 

1MwT o>jimRct7 >jfd'<}|’i)' ^ ^ WI^ ^ 

^ ^ ^ W: ^ (sffMfec^ ^) 

.■^ ^ %RPT 15 Mem ^ efSlcbsi 50 

Mem Mitt m ^ ^rMf? fcf^ if msfr ttM% ^ 
c^ wm ^ m I dc;'^'HK,>H^cki vj^ wMmM 

Trm^ mMrf if He^sr ^ cirf^m wd^i ^ tfrt- 
Tm ^ ^sirrratMT ^ erm^ nm ^ f^Fumr TWfMr Mm 


1. %iifm 5.1 ^ 5.7 ^ MmmK Mm rnmr =— 

^ " cs" (sffet^feu ^) 

5.1 cfMft mxiefr?! fm ^ ^ 

Mn,m: mjR m I^Mff ^ Mjft mpei ^ipr/^jofeT: TMifcm^M 


\i)U (H'2000 


(1) 
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■'^6l'4cf5 50 (WfT) ^ ^ 

^ ^ ^ t ^ W ^ ^ :- 

(i) ^ Wft SRT ^ ^ 

^f 3 R 5 l%T W ^ I ^ ^ 

^ i> 50 ^ 3TT5IR W vjfTT^TTT | 

(ii) f^^rc?KTt 'iTT^ gMt # ^ ^kpr ^ arf^ 

f3TT ^ Yn1%IT I 

(iii) jrsjHci^ aTrfer-^FPq^ c^ ?rf^ ^ ^ l 

^ f^iM m i^ff^fim f^Rfcif^ ^ ^ ^ 3jf^ if 

'^'idl ^RT 5 VI 1 :- 

(i) mf^ ^ ttW^. Wf # vjRT^ I 

(ii) 3RT ^ ^ f^ 3fk 3RT 3TRF>f^ ^ 

?ni^ t ^ f^^?ichcil ^ ^ 

cnto ci^ ^fMt ^ to?r zn 25 sIcr^Rr if srto z§ 

I 

(iii) iRT t?^3tr/'^3tr fWr ^ sir ^ 50 «f^§lcl ?I^I 

5.2 #er^f^' ^ ^ 3T#?T f^ ^ ^ cTcf) %3TT ^ t 

Pl^J^fl ^ Pif^iilqUi Pi^?|chci^ chMpiij) ^RT yfr^ 

TJ^3TRM^3TR cfft 3IFr ^ 50 jrfcRRT ^ ^ W #| 

zm teRT? 5.1 ^ 3T?Jt^ ttt^ ^ [%£rRT 5.1 (iii)^] 

^ ^r ^ ^ #rit I 

5.3 pnf^i^ SRT ^r ^TRcfrJi 3TRr5T vFi^ f^iif^^^il ^ 

^ ^ cTSfT fc5 ^ ^ 

^ if aitocRT 50 mif^ cf^ ^ M?fr ^ 

3T^iTf^ ^ ^snrpft I 1^ Tm^ ry 1^ SRT ^2iTf^eit% 

^sjc}7 -c}5i4f^%iit ^ teR fc^izn v3mpn i 

5.4 f^ ^ ^ Icf^ tR 5m ^ artcffe^, Pi^1^%ct 

^ sTsjciT srtflRR ^^sflchx’ui ^ ^ 3iw^ f^ wr t •• 
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m irfcrwT ^ 3TT^ ^ '^m ^ • ^^;vjq<^>»ui 

afk^re^ : 

(^) ’TR#2T ^§T ^ JrfcTWT ^ ^ ^ ^3it c]^ 3^ : 

(^) «fc|coi-l ^ cl474lcf^ 'JlMcfJiy) ,WT?t^T4t, 

^ 3Trjf^ ^ 3pJI ’^'cJlRcIl^ I 

5.5 ■’TRc^ ■# viJlT f^^cicf? c}7q4l ^ f 3iW ^tfecT f^cld 

mf^ ^ ^ t, ^ ter cf^ 

^ ^ ^Tci^ i;??T^ f^ l^rfej ^ cfr ^ 

ij4t: wf^rc^TEJt^ ■'fr^i^fcb' #, smr ^ wr l^ t^ichdf 
^fMt ^ ^ ^ 51 ^’iP^cd ^ I 

5.6 vJ^'^VcW ^ 3Tfcrf^, ^ ^ ^ 

3n^^ w f^n=Tfer%cr ^ .- 

(^) 4 'fi^cw \?^/^jofcr; wPrr"‘^^T ^ ^snw ^ 

qlctl fc|#?T ^( crjqfpj^j^ ^ cit I fer ^ 

# ^q7 ^ srmr yjN^ fg? tR- f^ 

^l‘T,"‘ ./^ f%^, 1977 ^ 3T^ iiv4]c|2d ^ I 

(^) W^ ^ W ^ vd cSn 15 ^ ^d'dd teef (5f^ 

JTRte ^ WT%q I 

(v) fcf^ ^ gjT f^ cji'qPr^l' gRT 8 jrfrraRT ^ 

^ Miilkldl srjmcr % ^f^TcT Tfpi^ ci^ ^ fcfj^ pn #TT ^grf^l 

(^) ‘>TRcft7f f^rflq ^dW3# ^liTcfj ^ ^fTPig^ ^ 

f, ^ “ift ^ ^ fcf:^ f^r^ cfR^ cf?t arjrrf^ ^ 

vJTirpft I 
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5.7 cf^TTfW 50(T^) f^rtcT^ ^ Wm #^17 ^ 

iftaY ^ ^ ^ f :- 

(i) ^ ; 

(ii) ^ % 3TFr ^ 'f'4)cbx’U| ; 

(iii) ww cb#rji1‘ 

^ ^ TH l^nte ’ll'if^ijt 37^ 1 TTRfefT ^ #fTT 

Wr ^ 3Tf%^ TJc?? c^ 50 5rf%^.5R # TilTTTift I 

Jt 

5.8 ^ % WTRIcT; f^raH^ ^ 'JTRdk 

^ ^irofr /3jk TTTRfM ^ ^iufr /irRferf ^ 

TT^Ni^^cfj ciift)|f^c|7 ^tf^RT <jf^<T»lu| ^ 3T^f^ "oll^ ^ 

3TNJ?Wdl ^ I 

5.9 TST ^ W: TTpt ^ 7TF ^ ^ 

^ ^ ^ ^ ^ 7311 ^ ^ I nsTif^r, 

50(Tm^) McRH ^TcR ^ nSTT ^?F7l% ^ 25 

irfcRTcT ^ ^ WT #TIT ^ TTR^ ^ ^ 

3rf^ 37^^ W cTSTT ^ ^ t 3Tf^ 

Wf^fc^TEfr^ c5^41' tT W: Tipf XR '^Rcl^ gR^/'fTR^ 

snf^ ^ 3rjfTf% ^ W tl 

5.10 ^ ^ ^ ^ 3i^mdH ^r^ 

f^RT^ ^ ^ ^ ^8wr t f^RRt ^ ttjjt ^ 

^7R NsfeiRdd ^ 31^qrd^ ^ W t I v^R^ 

^mlcfto eRarrfr^ ^ MMif^id ^ 37Rpm ^ itri 

viTRT rt%3t ^ ^ f^ t 1 ^ 

^qRRT ^ wrf '3M''?l4d[^^K ^ WURR ^dfld 

^ cf?f XT^ ;rf^ TTR#5T ^ ^ ^ t I 
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2. 6.1 ^ 6.2 ^ Pini^i^R ■qt ^ ^ ^ 1^ 

6.1 vjw 5.1 ^ 5rqt^ ^ srrnR ^ "sffe^^f^cb W 

^^■ci|f^ ^ ^ 3ncf^ , 5.4 ^ srr^ 

^ W 50 f^ePSR 3?Tr5tc^ ^ ^ ^ 

fsp ^ TTi^kf^tpr^it ^ % 7.1 ^ 1^ ^ ^TPT^ 

^ SSrPT ^ mchl'?' ^ WT^ ^ £[RT Pi'^cf^ 

Rai^TR' '<iRif^ ^ ufl^ *i'3ii(?i<4 ^ cpi^cii^ ^ 

I f?T ^ 3P21^ 

^rter fm^, sftr '»tn^ 

fg? ^ ^ ^ ^r ^rrf^rcT #r l ^ 

TT^TcPr ^ ^ ^Fnft Mwlcff ^ ^ f^tlK cf)^ sfk ^3r% 

^ 3rteR ;5f^ ^WTT I ^fTl%f^ ^ f^RT^ 
^rf^ ^ f^Fm t, ^ ^ 3 ri 

^3f^/>5W3Tt ^ ^ ^ ^r wfrf^ ^5^ I ^ ?R? % ^ 

^ 3TT^ ^ 3TTRr ^ 60 ^ ^ftcR teTR?T ^ 3ik 

» 

fcfj ^ C^ 3IPTR IR STffTf^ cf5^ iZIT 

1 37^ ^ M'Wi^ ^ wr arr^^wcrf ^ 

Ml^iil Ji^I Rqi<i/oL|q5i4cil RhIc^ ?fS1T ■c|l4'4 eRlFPR gRT 5R5^ TH? 
Si^mdl.^i^+ilHl 3nf^ ^ 'driJlRld Rld'i'JI 'tid^d f^5^ 

'jTFTT Wrl%tT I ;?jf^ fcT^ 'df^l^ 3i|clqHct?clI gKl 5R^ nR^lvidl RmIc^ 
^ ^ t ^ 33l^ciHchdi ^ ^ ^ 

3ntM3nf,3TTt^3T]|#3TTf, ^ ^ ^ 

^ 3R!T ^nr^ ^ JJdyictPT ^ f^ ^ 

tr 

6.2 3R!T ^ ^ ^2T-^, f^TlRlM ^ cl^ 

Rl^ ^ f^ TiPT^/^RRr ^ ^§TT #7 WRlt cTSTT STJRT^ 
^ snp^t ^ ^ 4^i4f4f^ I 
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6.3 wff ^ ?r?cr ^ ^ 

^ ^rrf^ ^ % 

3Tf^ ^ #TT I ^Tfto ^ ^ WTT ^ ^ 

^ ^ I 3fk T^3 TR/v 5M3TR cj^l^^i 

RPiW^iRf^iji ^ #ft I 

3. 2.3 (iii) ^ 2.3 (iv) 1 

Jr 

4. 2 (iv) ^ cTBW ^ ^ qf^ 1 ^ ^ TJ^ ^ ^5t^''(iv)'' 

"(ii)” ^ gRT qf^Wf^TcT ww I 

5. 9 qq WPIT I 

6. ^ t 'dirndl -5^ 

viffTdiRicq qrf^ f^rqm ^ 'dd'idq ^hi^’Rci 

qj? TfziT 11 qf^^qpRWT ^ 'jerq /^: 

^if^rd?r#T wqq? q^qM ^r c^ 

ddidq (3n^ qq4 I^wt) q?nf%cT 
I 

7. ^ srfERj^RT ^ qnit ^ ?rrte •qR^ftq f^ ^ w 

f^iM ^ ^ ^ “jft 

^ 3^5^ j^xTNf^ uTT ^dq^TT 11 


q:H. '^, 
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MINISTRY OF FINANCE 
(Department of Economic Affairs) 

NOTIFICATION 

New Delhi, the 7th April, 2000 

GUIDELINES FOR INDIAN DIRECT INVESTMENT IN JOINT 
VENTURES AND WHOLLY OWNED SUBSIDIARIES ABROAD 

F. N0.1/2/94-IC.—In order to encourage Indian firms and businesses to grow 
into strong, India-based multinationals and to accord Indian firms 
increasing flexibility to undertake capital account transactions, 
especially for acquisitions of businesses abroad, it has been 
decided to increase the ceiling under the automatic route for 
overseas investments from the existing US$ 15 million to US$ 50 
million for Indian companies and beyond this, through approval by 
the Committee on Overseas Investments. Accordingly, the 
guidelines issued by the Ministry of Commerce for Indian Direct 
Investment in Joint Ventures and Wholly owned subsidiaries 
abroad, as amended from time to time, shall be amended as under 
with immediate effect:- 

1. The paragraphs 5.1 to 5.7 shall be substituted as follows:- 
Cateqory ‘A” Automatic Route 

* 

5.1 A private/public limited company will be eligible for direct investment 
in a joint venture/wholly owned subsidiary abroad on an automatic basis, 
without prior reference to RBI upto a total value of investment not 
exceeding US$ 50 (fifty) million provided 

(i) Investment is projected by investing Indian company in its core 
activity area. Core activity shall be determined on the basis of 50% of 
total turnover of the investing company. 

(ii) The investing Indian company should have earned profits during the 
preceding three years. 

(iii) Investment is not predominantly real estate - oriented. 

The funding of such investments shall be by one or a combination 
of the following sources:- 

(i) Balances in EEFC accounts of investing companies. 
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(ii) Other domestic resources including loans, equity and other contingent 
liabilities like guarantees which should not exceed 26% of net worth of 
investing company as on the date of last audited balance sheet of the 
investing company. 

(iii) Upto 50% of the proceeds of ADR/GDR issues by investing company. 

5.2 Investment upto any amount can be made under the automatic route 
provided the investments are funded out of 50% of the proceeds of 
ADR/GDR issued by investing companies. The eligibilty conditions 
stipulated under paragraph 5.1 ( excepting sub para 5.1 (iii)) above shall 
not be applicable in such cases. 

5.3 Investments up to a maximum of US$ 50 million shall be permitted 
out of EEFC accounts by the Authorised Dealers without reference to the 
guidelines on Indian direct investment abroad and also without reference 
to the RBI. Such cases shall be considered in terms of separate 
procedures as prescribed by the Reserve Bank of India. 

5.4 The investment may, besides cash remittance at the discretion of 
the Indian party, be contributed by the capitalisation in full or in part of: 

(a) Indian made plant, machinery, equipment and components 
supplied to the foreign concern: 

(b) the proceeds of goods exported by the Indian party to the foreign 
concern: 

(c) fees, royalties, commissions or other entitlements from the 
foreign concern for the supply of technical know-how, consultancy, 
managerial or other services. 

5.5 In cases where the applicant company is a new company and does 
not meet the requisite net worth criteria, credit may be given to the 
parent company's net worth, provided the applicant company is either a 
wholly Owned subsidiary company of the said parent company, or the 
latter owns at least 51% shares in the former. 

5.6 Apart from the above requirements, the following shall apply to 
applications for overseas direct investment in the financial sector: 

(a) Financial services companies proposing to set up JV/WOS overseas, 
should either be registered with SEBI as Category I Merchant Banker 
or as an NBFC under the Non-Banking Finance Companies 
(Reserve Bank) Directions, 1977 issued by RBI from time to time. 
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(b) the company should have a minimum net worth (paid -up capital + 
fee reserves) of Rs. 15crores. 

(c) Finance companies seeking to make overseas investments should 
have fulfilled the prudential norms relating to capital adequacy ratio of 
8 %. 

(d) Subsidiaries of Indian financial institutions which are conforming to 
the above said norms,will also be permitted to make overseas direct 
investment in the financial services sector. 

5.7 Within the overall limit of US$ 50 (fifty) million investing companies 
may opt for:- 

(i) cash remittance; 

(ii) capitalisation of export proceeds towards equity: or 

(iii) giving loans or corporate guarantees to/on behalf or Indian 
JVs/WOSs. Guarantees shall be taken at 50% of the face value for 
determining the overall limit of investment. 

5.8 For loans/guarantees from banks/financial institutions from 
India to/on behalf of Indian JVs/WOSs abroad, requisite clearance 
from commercial banking angle for loans and guarantees as required 
would need to be taken as normally prescribed. 

5.9 This facility of automatic route will be available to the Indian 
party only once in a block of three calendar years including the calendar 
year in which the investment is made. However, within the overall limit 
of US$ 50 (fifty) million and its entitlement 25% of the net worth, the 
Indian party may be permitted to invest equity/provide guarantee 
etc. on the automatic route on more than one occasion and in more 
than one JV/WOS abroad. 

5.10 Companies should comply with all provisions of the Companies Act 
including Board Resolution specifying clearly that the norms indicated 
above have been complied with. A certificate from their Statutory Auditor 
certifying that the above conditions have been complied with should also 
been obtained. A copy of the Board Resolution along with the Statutory 
Auditor’s certificate as above is to be furnished to be RBI while reporting 
the investments. 

2. Paragraphs 6.1 and 6.2 shall be amended to read as under:- 
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Category Normal Route 

6,1 All applications not qualifying for “Automatic Route” clearance on 
the basis of the applicable criteria outlined in paragraph 5.1 above, all 
applications covered by paragraph 5.4 and the cases in excess of US$ 
50 million will be processed in the RBI, without reference to Ministry of 
Finance, through the existing Special Committee appointed by RBI in 
consultation with the Government keeping in view the criteria laid down in 
para 7.1 of these guidelines. The Committee shall be chaired by the 
Deputy Governor, RBI with representatives of the Ministry of Finance, 
Ministry of Commerce, Ministry of External Affairs and the RBI as 
members. The Committee will be empowered committee to consider and 
clear all proposals without reference to Ministry of Finance. The 
Committee shall co-opt as members other Secretaries/Institutions dealing 
with the sector to which the case before the Committee relates. 


A recommendation will be made within 60 days of receipt of the 
complete application and RBI will grant or refuse permission on the basis 
of the recommendations. Such proposal should be accompanied by a 
Project Report/Feasibility Report submitted by the applicant and by a 
statement from a Chartered Accountant verifying the ratios, projections 
made etc. If the Special Committee is not satisfied with the Project Report 
submitted by the applicant, it may require the applicant to submit the 
project to an appraisal by IDBI, ICICI, Exim Bank, SBI cap or any other 
similar agency. 


6.2 The Special Committee will inter-alia, review the criteria for and 
progress of all overseas investments under the guidelines and evolve its 
own procedure for consultations and approvals. 

6.3 The overseas investments under various routes involving outflow 
of foreign exchange should not exceed the annual limit fixed by the 
Ministry of Finance for the purpose. The annual limit shall be reckoned 
with reference to cash remittance only and shall not include ADR/GDR 
realisations/Stock Swap/Guarantees. 


3. Sub-paragraphs 2.3(iii) and 2.3(iv) shall stand deleted 

4. SI. No. “ (Iv)" appearing in line 1 of the para under sub para 2 (iv) 
shall be substituted by Si. No. “ (ii)”. 


5. Paragraph 9 shall stand deleted. 
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6. The nodal responsibility relating to assistance in establishing 
various industries in foreign countries stands transferred from 
Department of Commerce to Ministry of Finance. Consequently 
guidelines for Indian direct investments in JV/WOS abroad shall be 
administered by the Ministry of Finance (Deptt. of Economic Affairs). 

7. The existing proposals for overseas investments which are 
pending with RBI on the date of issue of this Notification may also be 
considered in terms of the amended Guidelines 


G. S. DUTT, Jt. Secy. 


lYinled by the Manager. GoM. of India Press. Ring Road, Mayapiiri. New Delhi-110064 
and Published by the Controller of Publications. Delhi-110054. 





